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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue in the Valve Manufacturing industry in Canada is expected to decrease in 2020. For more detail, please
see the Current Performance chapter.

· The industry's profit margin is expected to decrease as a result of the coronavirus pandemic. For more detail,
please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate as a result of the coronavirus pandemic. For
more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This Valve Manufacturing industry in Canada manufactures a variety of industrial and fluid power valves, hose

fittings and related trimmings. Additional products include metal and plastic plumbing fixtures, such as faucets, flush
valves and showerheads.

Major Players Velan Inc.

Main Activities The primary activities of this industry are:

Manufacturing industrial-type ball, butterfly, check, gate and globe valves

Manufacturing fluid power aircraft subassemblies

Manufacturing hose assemblies for fluid power systems

Manufacturing hydraulic and pneumatic valves and hose and tube fittings

Manufacturing aerosol valves

Manufacturing firefighting nozzles

Manufacturing lawn hose nozzles

Manufacturing metal hose couplings

Manufacturing metal pipe flanges and flange unions

Manufacturing complete fire hydrants

The major products and services in this industry are:

Industrial valves

Fluid power valves and components

Plumbing fixture fittings and trim (PFFT)

Parts and other
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Supply Chain

SIMILAR INDUSTRIES

Adhesive Manufacturing in
Canada

Plastic Pipe & Parts
Manufacturing in Canada

Ferrous Metal Foundry Products
in Canada

Automobile Engine & Parts
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Valve Manufacturing in the US Faucet Manufacturing Industrial & Fluid Power Valve
Manufacturing

Fabricated Metal Product
Manufacturing in Australia

Tap & Valve Manufacturing in the
UK

Fabricated Metal Product
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$1.7bn
Revenue

Annual Growth

2015–2020

-4.3%

Annual Growth

2020–2025

2.3%

Annual Growth

2015–2025

 

$81.8m
Profit

Annual Growth

2015–2020

-12.0%

  Annual Growth

2015–2020

 

4.8%
Profit Margin

Annual Growth

2015–2020

-2.5pp

  Annual Growth

2015–2020

 

129
Businesses

Annual Growth

2015–2020

-3.4%

Annual Growth

2020–2025

-0.9%

Annual Growth

2015–2025

 

4,780
Employment

Annual Growth

2015–2020

2.0%

Annual Growth

2020–2025

1.3%

Annual Growth

2015–2025

 

$276.4m
Wages

Annual Growth

2015–2020

3.7%

Annual Growth

2020–2025

1.5%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-1.2%
Demand from oil and gas
extraction

0.3%
Demand from water, sewage and
other systems

5.9%
World price of steel

-2.6%
Value of nonresidential
construction

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

  Competition
Medium / Steady

NEGATIVE IMPACT

  Industry Globalization
High / Increasing

 

Key Trends

 High competition from imports has negatively affected the
industry

 This industry operates with a considerable trade deficit

 Unprofitable companies are exiting the industry

 Healthy downstream demand is expected to bolster industry
expansion

 Demand for industry products from other key markets is
expected to continue rising

 The industry will continue to derive a significant share of
revenue from exports

 Domestic valve manufacturers have developed a niche in
the market for specialized product lines
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Capital Requirements

   

WEAKNESSES

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  World price of steel
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Executive Summary Flowing steadily: Canada's investment in water infrastructure projects is
expected to boost industry demand

The Valve Manufacturing industry in Canada has struggled over the five years to 2020 amid heavy import
competition and a contraction in downstream industries. Since valves are essential components in a vast range of
manufacturing and industrial processes, the industry's performance tends to fluctuate in line with overall economic
conditions, both domestically and globally. In particular, reduced industrial production after the 2015 and 2020
collapse in crude oil has decimated demand for specialized valves from the heavy manufacturing and energy
sectors, both of which are key markets for industry products. As a result, industry revenue is expected to decline an
annualized 4.3% to $1.7 billion over the five years to 2020, with a decline of 5.8% in 2020 alone. This drop in 2020
can be mainly attributed to the COVID-19 (coronavirus) pandemic and the resulting adverse economic effects. In
addition, industry exports are expected to fall an annualized 6.7% to $1.0 billion over the five years to 2020.

Amid intense competition for low-cost imports, domestic valve manufacturers have developed a niche in the market
for specialized product lines, including highly customized valves that perform well in corrosive environments or high
temperatures. Despite the high levels of imports that satisfy domestic demand, the value of imports is expected to
fall an annualized 4.4% to $4.1 billion over the five years to 2020. Alongside the rise in steel prices, the industry's
profit margin has decreased significantly during the period. In addition, domestic producers of low-cost valves have
exited the industry for the most part, enabling the industry's larger operators to remain profitable.

Over the five years to 2025, industry revenue is forecast to grow at an annualized rate of 2.3% to $1.9 billion. While
imports are expected to continue being a threat to the industry's competitiveness, domestic manufacturers with
significant research and development resources will continue to focus on designing advanced valves for use in
highly specialized and demanding situations. Furthermore, Canada's continued investment in water infrastructure
projects will boost demand for valves and other flow control products sold by operators. Exports are expected to
remain a key driver of revenue growth as demand from global energy and industrial manufacturing markets rebound.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar compared with
other currencies. As the CEER index decreases, industry products become less expensive in international markets
and therefore, become more competitive. The CEER index is expected to decline in 2020.

 

Demand from oil and gas extraction

The Oil and Gas Extraction industry and other upstream and downstream energy industries demand valves used in
the drilling, production and gathering of crude oil, as well as valves that are used in oil and gas transmission lines.
Demand from the Oil and Gas Extraction industry is expected to decrease in 2020.

 

World price of steel

Steel is a key input in the production of metal valves and other industry products. Fluctuations in the price of steel
can generally be passed on to customers in the form of higher product prices, which boosts industry revenue, while
a decline in steel prices may improve profit margins as purchase expenses decline. The world price of steel is
expected to decline in 2020, representing a potential opportunity for the industry.

 

Demand from water, sewage and other systems

Construction and replacement activity for water, sewage and other transmission pipelines stimulates demand for
valves. As water and sewage infrastructure ages, it requires maintenance or replacement, which benefits the
industry as it means higher demand for industry products. Demand for industrial valves from water, sewage and
other systems is expected to increase in 2020.

 

Value of nonresidential construction

The construction sector purchases valves for piping, plumbing and other applications. Industry performance is
positively affected by construction activity, although demand for domestic valves is dampened by competition from
imports. The value of nonresidential construction is expected to decline in 2020, posing a potential threat to the
industry.
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Current
Performance

The Valve Manufacturing industry in Canada has experienced a moderate
amount of revenue volatility over the five years to 2020, driven by highly
cyclical demand for industry products from a small number of key
markets.

Typically, demand for valves is linked to global industrial production activity as valves are an integral component in
many manufacturing processes, particularly chemical, pharmaceutical and industrial gas manufacturing. More
broadly, valves have applications in domestic and foreign markets ranging from petroleum refining and distribution to
residential renovation and wastewater treatment. Accordingly, commodity prices and industrial activity are the two
most salient barometers of industry performance next to currency valuations that affect trade.

At the beginning of the five-year period, strengthening economic conditions encouraged downstream markets to
boost production and upgrade their machinery and facilities, boosting demand for industrial and fluid power valves.
Meanwhile, global demand for specialized valves that perform well in corrosive and extreme environments
stimulates exports and widens the industry's profit margin. Lastly, federal investment projects in drinking water and
waste management infrastructure boosts demand for industrial valves in the construction market.

However, significant drops in the world price of crude oil and other commodities, as well as uncertain
macroeconomic conditions from the COVID-19 (coronavirus) pandemic, have constrained industry performance over
the five years to 2020. In 2016, industry revenue declined an estimated 12.3%, as exports plummeted and demand
from the domestic oil extraction and industrial manufacturing markets weakened. These trends are likely to continue
in 2020 with an expected decline of 5.8% in industry revenue as prices and downstream markets suffer from the
depressed economic conditions due to the coronavirus pandemic. In addition, the industry has yet to recover from
the strong contraction of the energy sector and has struggled to compete in the international market amid low-cost
producers in emerging markets. As a result, industry revenue is expected to decline an annualized 4.3% to $1.7
billion over the five years to 2020.

DOWNSTREAM MARKETS

With more households replacing their bathroom accessories or plumbing
and heating equipment, demand from residential renovation expenditure
has slightly increased.

However, high competition from imports has negatively affected the industry within the domestic market. Moreover,
the value of nonresidential construction is expected to decline at an annualized rate of 2.8% over the five years to
2020, which has further hurt demand for products, particularly from the plumbing fixture fittings and trim (PFFT)
segment. Indeed, more than 95.0% of domestic demand for PFFT products is regularly met by imports, generally
from countries with relatively lower production costs, such as China, Mexico and India.
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However, the industry's key performance drivers over the past five years have been the upstream petroleum
production and distribution markets and downstream petrochemical manufacturing and waterworks markets. In
particular, strong demand for valves from the oil and gas market, over the majority of the five years to 2020, has
boosted the industrial valve product segment's share of revenue up to an estimated 22.0% of total industry sales in
2020. Since heavy oil extraction presents more challenges than conventional crude oil extraction, industry operators
have increasingly focused on developing specialized valves that can handle highly corrosive and abrasive
conditions. In general, manufacturers are able to sell these valves at a significantly higher margin than generic,
standardized valves. These trends boosted industry profitability at the start of the five-year period, though recent
economic woes and intensifying competition have once again placed downward pressure on the industry's profit
margin. In particular, weaker demand due to plummeting commodity prices during the latter half of the five-year
period forced industry operators to cut prices on excess inventory, to idle production capacity or to lay off workers,
leading many operators to incur losses. Overall, industry profit, measured as earnings before interest and taxes, is
expected to decrease from 7.3% of revenue in 2015 to an estimated 4.8% in 2020.

INTERNATIONAL TRADE

This industry operates with a considerable trade deficit.

Although specialized valves fared well over the past five years, markets with less exacting needs have continued to
purchase generic valves, contributing to increased pressure from foreign competitors. Although these specialized
valves are not resistant to corrosion and extreme temperatures, they work well under normal conditions and are
much less expensive. Relatively less stringent environmental regulations and low labour costs in some countries
enable global valve manufacturers to produce low-cost, standardized valves for import into Canada. Partially due to
the depreciation of the Canadian dollar during the five-year period, which makes imports less competitive
domestically, imports have decreased to satisfy 86.2% of domestic demand in 2020. Overall, imports are expected
to fall an annualized 4.4% to $4.1 billion over the five years to 2020.

Since the domestic market is so heavily saturated with imported goods, domestic manufacturers have increasingly
focused on export markets and specialized products to drive revenue. The price index of valves has increased
during the period as a result of this trend, which has mitigated some of the losses. However, exports are expected to
decline at an annualized rate of 6.7% to $1.0 billion over the five years to 2020, due largely to the coronavirus
pandemic and the resulting delays in manufacturing processes, the volatility of steel input prices and poor
performance from the downstream markets that negatively affected demand in key foreign markets. Exports are
expected to comprise 60.9% of industry revenue in 2020, and the United States represents the largest market for
domestically produced valves.

CONSOLIDATION

Over the five years to 2020, the industry has consolidated to streamline its
valve product portfolio and remain competitive with global manufacturers.

More specifically, the number of enterprises is expected to decline an annualized 3.4% to 129 companies during the
period. While unprofitable companies are exiting the industry, some production facilities are being kept in use by
existing companies that have acquired other businesses in an effort to gain market share. However, industry
employment is expected to rise an annualized 2.0% to 4,780 workers during the period since those established
companies are hiring more skilled employees to design more complex products.

Since large operations enable manufacturers to lower their per-unit costs, larger valve manufacturers have become
more prevalent. These larger operators have invested in the automation of production lines and secured favourable
commodity contracts for raw materials, particularly forged and cast steel and nonferrous inputs, to lower their per-
unit costs. Furthermore, the industry's steady shift toward producing highly advanced, specialized valves has
benefited larger players, which typically have access to greater research and development resources than smaller
competitors.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
($b)

2011 1,652 536 209 167 5,135 1,130 3,988 301 4,510 165
2012 1,975 660 205 164 5,768 1,216 4,532 344 5,290 176
2013 1,827 631 210 168 5,472 1,294 4,415 312 4,948 184
2014 2,020 716 203 163 5,651 1,440 4,852 329 5,432 191
2015 2,121 425 191 153 4,330 1,469 5,197 230 5,849 173
2016 1,860 590 182 146 5,720 1,154 4,544 357 5,251 156
2017 1,852 490 178 143 4,702 1,173 4,639 267 5,317 160
2018 1,813 488 177 143 5,054 1,162 5,114 293 5,765 161
2019 1,808 491 167 134 5,001 1,243 4,970 290 5,535 161
2020 1,703 391 160 129 4,780 1,038 4,141 276 4,806 150
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Industry Outlook
Outlook The Valve Manufacturing industry in Canada is expected to begin

recovering over the five years to 2025, supported by an expected recovery
in the economy, the price of oil and renewed demand for domestic
construction.

As global demand for gas and oil continues to rise, the world price of crude oil is expected to rise, boosting demand
for valves from domestic and global oil and gas extraction and distribution markets. Furthermore, rising global
demand for specialized valves, which are designed specifically for use in corrosive and high-temperature
environments, and customized valves, which are tailored to perform specific functions for end users, will bolster
industry revenue and improve the industry's profit margin. However, the persistent threat of import competition will
continue to hinder more robust industry expansion. Overall, industry revenue is expected to grow an annualized
2.3% to $1.9 billion over the five years to 2025.

DOWNSTREAM MARKETS AND PRODUCT INNOVATION

Healthy downstream demand is expected to bolster industry expansion.

Still, since domestic plumbing fixture fittings and trim (PFFT) manufacturers already experience intense competition
from low-cost imports, demand from construction will likely be satisfied by imported goods over the next five years,
mitigating the extent of construction demand for industry products.

Moreover, the expected growth in other key markets will continue to drive demand for valves in other product
segments. In particular, demand for industrial valves from petroleum and gas production, in addition to pipeline
transmission, will prop up industry revenue. Oil sand extraction, according to the Valve Manufacturers Association,
requires valves that can operate with highly abrasive materials under high temperatures and in corrosive
environments. These specialized valves are typically custom built for each project, which enables manufacturers to
sell them at a higher margin than standardized valves. Consequently, the industry's profit margin is expected to
improve as a greater share of Canadian manufacturers focus on producing these higher margin valves.

Demand for industry products from other key markets, particularly power generation, is also expected to continue
rising over the five years to 2025. Growing demand for electrical power, driven primarily by rising industrial output
and population growth, will boost new power plant construction and prompt extensive upgrades at existing power
plants. These developments will boost demand for valves from the power generation market, further driving up
industry sales. Likewise, industrial capacity utilization is expected to rebound slightly over the next five years,
following two years of reduced domestic capacity and investment. As industrial utilization rates reach peak levels,
heavy industrial manufacturing companies will need to invest in new factories, machinery and infrastructure, which
will likely boost demand for new and aftermarket replacement valves from these markets.

TRADE AND GLOBALIZATION

The industry will continue to derive a significant share of revenue from
exports, and trade is expected to recover as downstream US industries
expand and the industry exports more specialized products.

Accordingly, industry exports are expected to increase at an annualized rate of 3.5% to $1.2 billion over the five
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years to 2025, representing an estimated 64.6% share of total industry output in 2025.

A boom in global valve manufacturing is expected, particularly from China and countries in Southeast Asia and
Mexico. As US manufacturers increasingly turn toward the low-cost valves sold by these markets, demand for valves
manufactured in Canada is expected to decelerate. This trend will likely be offset by rebounding demand from the
United Arab Emirates and other states of the Arab Gulf, where significant petroleum reserves and burgeoning new
construction and infrastructure development drive demand for a variety of specialty valves sold by industry
operators. However, the appreciation of the Canadian dollar over the next five years is expected to improve the
importing power of many downstream industries. As a result, imports are expected to rise an annualized 3.6% to
$4.9 billion over the five years to 2020, partly driven by the decline in prices of low-cost valves as high competition in
emerging markets continues increasing.

INDUSTRY STRUCTURE

Ultimately, the increasingly globalized supply chain has prompted
consolidation activity in the past and is expected to continue in upcoming
years.

The number of enterprises is estimated to decrease an annualized 0.9% to 123 companies over the five years to
2025. Moreover, the average number of facilities operated per business is expected to decrease slightly during this
period, which indicates that larger players are consolidating by continuing to acquire smaller competitors to
streamline their operations.

Despite the industry's consolidation, wages are expected to grow marginally as larger operators begin to require
more employees to research and develop new types of products. However, the industry's increased focus on
developing advanced valves for specialized applications will mean the hiring of well-trained, specialized workers.
More specifically, the industry is expected to hire a greater share of material engineers, computer-aided design
(CAD) and 3D printer operators and other specialized workers, all of whom require higher wages than standard
metalworking or administrative employees. Consequently, the average wage per worker is expected to rise over the
next five years as wages grows faster than employment. Overall, total industry employment is expected to grow at
an annualized rate of 1.3% to 5,088 workers over the five years to 2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
 ($b)

2020 1,703 391 160 129 4,780 1,038 4,141 276 4,806 150
2021 1,765 466 159 128 4,870 1,143 4,444 283 5,065 157
2022 1,843 486 159 127 4,990 1,200 4,425 291 5,068 167
2023 1,863 485 157 125 5,041 1,209 4,612 294 5,266 172
2024 1,884 483 155 124 5,052 1,220 4,773 295 5,437 176
2025 1,904 484 154 123 5,088 1,230 4,936 297 5,610 180
2026 1,924 484 153 122 5,115 1,240 5,106 299 5,790 185
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s product and market segments are well-defined

There is a high level of market saturation

IVA is growing in line with Canadian GDP growth over the five years to 2025

The Valve Manufacturing industry in Canada is in the mature stage of its life cycle. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is expected to rise at an annualized rate of 1.3%
over the 10 years to 2025. Comparatively, Canadian GDP is anticipated to rise at an annualized rate of 1.8% during
the same period. IVA growth that is in line with GDP projections is typically indicative of a mature industry. In
addition to growth being relatively in line with the overall Canadian economy, the industry's well-defined product and
market segments help indicate the mature nature of valve manufacturing.

Product innovation will likely continue to be the primary driver of industry growth over the next five years. Although
the industry's key product categories are well-defined, stronger demand from the oil and gas production and
distribution markets over the next five years as the price of oil rebounds will continue to shift the industry's product
portfolio from standardized valves used by the general construction and manufacturing sectors, to specialized valves
geared toward the heavy industrial and energy sectors.

Meanwhile, high import penetration, particularly from China and Mexico, will likely continue to drive down the
plumbing fixture fittings and trimming product segment's share of total industry output. Intensifying competition from
low-cost imports has also prompted domestic players to consolidate, which has decreased industry concentration.
These trends are likely to continue in the coming years, with the number of industry operators expected to decline
an annualized 2.2% over the 10 years to 2025.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Industrial Supplies Wholesaling in Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Construction In Canada

2nd Tier

Natural Gas Distribution in Canada

Petroleum Refining in Canada

Oil Pipeline Transportation in Canada

Water Supply & Irrigation Systems in Canada

Automobile Engine & Parts Manufacturing in Canada

Key Selling Industries
1st Tier

Metal Pipe & Tube Manufacturing in Canada

Plastic Pipe & Parts Manufacturing in Canada

Nonferrous Metal Rolling & Alloying in Canada

2nd Tier

Aluminum Manufacturing in Canada

Iron & Steel Manufacturing in Canada

Plastic & Resin Manufacturing in Canada

Products & Services

  The majority of products manufactured by the Valve Manufacturing
industry in Canada are standardized valves that can be used across a
variety of applications.

Products are differentiated by their features (e.g., size, technical attributes and materials used) and intended
function. According to 2018 data (latest data available) from the Valve Manufacturers Association of America (VMA),
the most common types of standardized valves include linear motion, rotary, self-actuated and control valves.
Nonstandardized valves that are custom made are typically expensive, high-margin products, and despite their
price, comprise a small share of industry revenue in each product segment. These products are typically used in
extreme conditions, such as oil sands extraction and distribution, offshore drilling and nuclear tower cooling.

In addition, due to the ongoing COVID-19 (coronavirus) pandemic, demand for the industry's products is expected to
decrease. Since the industry's products are mainly exported or purchased by different types of construction and
manufacturing industries, the adverse macroeconomic effects of the coronavirus pandemic have caused the main
downstream markets to reduce the level of products they demand.

INDUSTRIAL VALVES

Industrial valves account for an estimated 22.0% of industry revenue in
2020.

The industrial valve product segment is generally categorized into valves according to their shape and intended
function. According to the VMA, the automated and control valve segment generates just under one-third of segment
revenue. This segment includes gate, globe and check valves, which are used to control the flow direction of a fluid
or gas. It also includes hydraulic and pneumatic valves used for industrial purposes alongside safety or relief valves.
The remaining revenue for this segment is derived from miscellaneous industrial valves. More recently, the collapse
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in oil prices and challenging operating conditions in other key markets, including primary metal and industrial
manufacturing, mining and petroleum refining, has shrunk this segment's share of the industry over the five years to
2020. However, this segment benefits from being more specialized and higher priced, offering competitive
advantages to operators.

FLUID POWER VALVES AND COMPONENTS

This segment is primarily composed of more simple taps, cocks and
smaller valves that are used throughout the entire manufacturing sector
since they are less specialized.

As a result, this segment is expected to account for 56.8% of revenue in 2020. This segment includes ball valves,
butterfly valves, gate valves and a variety of other simple valves used for control of fluids. This category also
includes faucets, flush valves, showerheads, stopcock drains and supply line assemblies made of metal. This
segment accounts for the majority of exports since these are easily traded and relatively standardized. However,
they experience strong competition from low-cost producers in emerging markets such as Mexico and China. As a
result of the decreasing import values, this segment's share of industry revenue has slightly increased over the five
years to 2020.

PLUMBING FIXTURE FITTINGS AND TRIM (PFFT)

Plumbing fittings include anti-scald bath and shower valves, backflow
preventers, couplings and general valve fittings.

Within this product segment, single lever plumbing fixtures and miscellaneous plumbing fixtures generate just under
half this product segment's revenue. Overall, this segment comprises an estimated 6.6% of industry revenue in
2020. The vast majority of these products are imported, and only a handful of operators manufacture PFFT
domestically. Over the five years to 2020, demand for this product segment has steadily decreased, despite falling
import values, since countries that have automated machinery, lower labour costs and less stringent regulatory
environments enable manufacturers to make these products at a lower cost than domestic manufacturers.

PARTS AND OTHER

The other metal valves and pipe fittings segment includes aerosol valves,
boiler couplings, breakers, couplings, elbows, flanges, hose couplings,
lawn hose nozzles, plumbing and heating valves and unions.

In this product segment, an estimated two-thirds of revenue is generated from the sale of metal fittings, flanges and
unions for wastewater treatment systems. Valves are also essential components in a variety of residential heating
and plumbing equipment, including gas furnaces, water heaters and air conditioners. Overall, these products
account for the remaining 14.6% of total industry revenue in 2020. This segment includes general parts for taps and
cocks that also experience strong competition from low-cost producers. Over the five years to 2020, this segment's
share of industry revenue has decreased slightly, primarily due to the decreased demand levels from the industry's
major markets.

Demand
Determinants

The Valve Manufacturing industry in Canada manufactures a wide range
of valves and related flow control products that serve hundreds of
applications across a variety of industries.

Therefore, no single factor has a significant effect on the industry as a whole, although product and market
segments are affected differently by various factors. For example, the industrial valve manufacturing segment is
heavily dependent on overall levels of manufacturing activity, as well as the performance of key markets, which
include the automobile manufacturing, oil extraction and refining industries. More specifically, demand for industrial
valves from the energy sector also depends on the world price of crude oil, which has been particularly volatile over
the past few years, in addition to changes in environmental regulation from Canadian and US regulatory agencies.
Due to the plethora of economic demand determinants, the COVID-19 (coronavirus) pandemic is expected to
negatively affect industry operators. The largest decline in demand can be endured by the export market since many
manufacturing facilities were forced to either shut down or reduce their operations to help mitigate the spread of
coronavirus.

Conversely, the metal plumbing fixture fittings and trim (PFFT) product segment is more heavily influenced by
demand from the construction sector, particularly the residential construction and renovation markets. Lastly,
demand for some industry products may exhibit seasonality. For example, sales of control valves used for irrigation
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by agriculture markets are typically higher during the late spring and early summer than during the winter.
Conversely, demand for directional valves and flanges actuators from the wastewater treatment market is typically
stable year-round.

Rising global demand for oil and gas, particularly from rapidly developing economies in Southeast Asia, is another
downstream factor that affects demand for valves. Oil and gas distributors require specialized, high-cost metal
valves to service downstream customers, resulting in rising demand for metal valves for pipeline construction
projects and routine pipeline maintenance. Furthermore, the value of the dollar relative to the currency of Canada's
largest trading partners has fallen over the five years 2020, which would make Canadian goods more attractive to
global markets and theoretically raise the value of exports. However, due to coronavirus and the resulting adverse
economic affects, the value of exports is expected to decrease over the five years to 2020.

Major Markets

  The Valve Manufacturing industry in Canada caters to two broad classes
of clientele.

  The first and most significant group of customers is equipment manufacturers that use valves and related
accessories as vital components of their own products. The largest customers in this category comprise electrical
power generation companies, oil refineries, waterworks (municipal water supply) plants and inorganic chemical
manufacturers. The second type of clientele includes businesses that use products infrequently for equipment repair
and maintenance.

Larger valve manufacturers, especially within the industrial valves segment, typically have their own internal sales
offices, which sell finished products directly to end users or arrange sales to foreign customers. Other operators,
particularly those that manufacture plumbing fixture fitting and trim, typically sell their products to intermediate
distributors, which then resell to end users in the Industrial Machinery and Equipment Wholesaling industry in
Canada (IBISWorld report 41723CA) and the Tool and Hardware Wholesaling industry in Canada (41633CA).

In addition, due to the ongoing COVID-19 (coronavirus) pandemic, demand from the industry's major markets is
expected to fluctuate. For example, demand from the industry's export market is expected to decrease as a result of
coronavirus and the resulting fall in manufacturing activity in the domestic economy. Conversely, the energy sector's
market demand is expected to slightly increase due to the proliferation in the Renewable Power industry in Canada
(IBISWorld report 2211bCA).

EXPORTS

Exports are the largest market for valves manufactured in Canada,
accounting for an estimated 60.9% of total industry revenue in 2020.

The United States is the largest export destination, followed by China, The United Kingdom and Italy. Industrial
valves intended for use in process (e.g., petrochemicals, mining, refining and upstream oil and gas) applications
represent the largest category of exports. More information on trade figures may be found in the International Trade
section. Although exports make up the largest market for operators, this segment has decreased as a share of
revenue over the five years to 2020.

HEAVY MANUFACTURING

In 2020, direct and intermediary sales to the oil and gas, power utilities
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and petrochemical manufacturing segment are expected to comprise over
half the domestic market for industry goods and generate a combined
5.3% share of industry revenue.

Within this broad segment, shipments of industry products to the oil and gas extraction and refining sectors account
for two-thirds of segment revenue, while shipments to the power generation and other utilities markets account for
the remainder.

Over the five years to 2020, poor demand from Canada's construction sector caused this segments' share of
revenue decrease slightly. However, during the middle of the reporting period, demand decreases were because of
slow demand largely offset by rapidly growing demand for valves used in oil shale processing, hydraulic fracturing,
gas pipeline production and transmission and petrochemical manufacturing. Petroleum valves are generally
specialized, high-pressure steel or ceramic composite products used for drilling, producing and gathering crude oil
and gas. This product segment also includes valves and fittings used to connect oil and gas transmission lines and
some local gas distribution lines. These operators require valves ranging from high-pressure gate, plug, ball and
butterfly valves to pipeline valves such as conduit gate and ball valves.

With sustained increases in world oil demand and new discoveries of oil shale and natural gas in Western Canada,
the pipeline transmission sector has steadily increased its activity, which has stimulated demand for valves.
However, in 2015 and 2020, the unexpected and swift drop in global crude oil prices has negatively affected
Canada's petroleum sector, which decimated demand from upstream energy markets in the beginning and the latter
half of the five-year period. Deteriorating demand from the energy sector was the key driver of poor industry
performance in 2016 and early 2020. Although the world price of crude oil is expected to remain highly volatile,
rising global demand for petroleum and petrochemical products from emerging markets will likely revitalize demand
from downstream energy markets over the next five years to 2025.

ENERGY SECTOR

Electrical power generation and other utility operator markets' purchase a
variety of the industry's products, ranging from standard, generic cast
iron valves to more sophisticated specialty valves made from durable
nickel alloys or advanced ceramics.

The type of valve purchased depends on whether a power facility generates electricity from fossil fuels (oil and gas),
coal, nuclear or renewable energy. In addition to new power plant construction, demand is also driven by the market
for maintenance and replacement valves. This segment is particularly relevant for coal or natural gas-fired power
plants, where high rates of wear and tear necessitate regular replacements of valves, bearings and fittings, which
generate a steady stream of revenue for the industry. Highly sophisticated valves are also used in nuclear power
plants to regulate cooling systems and to automatically throttle steam pressure. These products undergo rigorous
third-party testing to meet quality standards. Only a handful of large companies are able to produce specialty valves
that meet these requirements. In 2020, this segment is estimated to account for 8.3% of the industry's revenue and
has slightly increased over the past five years. Furthermore, Canada is the third-largest producer of hydroelectricity
in the world, according to a 2018 study by Natural Resources Canada (latest data available), which has supported
demand for valves from this market segment over the past five years. Over the five years to 2025, population growth
will stimulate demand for residential energy consumption, thus bolstering demand for valves from this market
segment.

CONSTRUCTION

The construction and waterworks (municipal wastewater treatment
systems) markets account for 11.2% of total industry revenue in 2020.

Valves used in this industry include gate, check and butterfly valves, as well as fire hydrants and certain types of
sluice valves and fire protection sprinkler system valve products. While this segment's demand for industry products
slightly decreased over the five years to 2020, primarily from a slowdown in the construction sector, due to
coronavirus. The Canadian government and a recovering construction sector will likely spur demand for valves to
update and expand water and wastewater systems in line with population growth and a recovering domestic
economy over the five years to 2025.

GENERAL MANUFACTURING AND OTHER MARKETS

Other markets for valve products include food and beverage
manufacturing, mining, pulp and paper, aerospace and electronic
manufacturing, aftermarket auto repair and a variety of other
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miscellaneous industries.

These markets, none of which individually comprises more than 1.0% of the domestic market for valves, are
expected to generate the remaining 14.3% of industry revenue in 2020. Although demand from this segment is
expected to decrease in 2020, the larger drop in exports caused this market's share of industry revenue to increase
over the five years to 2020.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Decreasing

The Valve Manufacturing industry in Canada operates at a considerable trade deficit. The value of imported
products regularly exceeds the value of exported products. This deficit is largely the result of downstream domestic
manufacturers increasingly sourcing standardized valves from companies operating in low-cost countries, such as
China and Mexico, or highly specialized valves from global machinery manufacturing centres, such as Italy or the
United States. In addition, due to the COVID-19 (coronavirus) pandemic and the resulting decrease in
manufacturing activity globally, the industry's exports and imports are expected to decrease in 2020.

Imports

The industry's largest trading partner by far is the United States, which accounts for 52.4% of imports in 2020. Other
major importers include China, Mexico and Italy. Over the five years to 2020, imports from China have decreased
slightly, mainly as a result of the delays caused by the coronavirus. However, due to China's global dominance in
manufacturing generic, inexpensive valves that are used in residential plumbing and heating equipment, hydraulic
power tools and general manufacturing, they are expected to continuously account for the second-largest importer.

Imports from Mexico and the United States are primarily the result of favourable trading provisions from the new
United States-Mexico-Canada trade agreement and low transportation costs because of proximity. Furthermore,
most major players in the North American industry, particularly Velan Inc., have operations across North America,
which enables many industry operators to have streamlined distribution networks. In 2020, imports are expected to
make up 86.2% of domestic demand, which indicates the Canadian economy's strong reliance on global valve
manufacturers for both standardized and value-added industry products. However, imports are expected to
decrease an annualized 4.4% to $4.1 billion over the five years to 2020.

Exports

As with imports, the United States makes up Canada's largest trading partner, representing 72.8% of exports in
2020. Other major export destinations include China, The United Kingdom and Singapore. Exports make up an
estimated 60.9% of industry revenue in 2020, which reflects strong demand for specialized valves, such as valves
that operate in corrosive or high-temperature environments, in global markets. However, the industry's poor
performance and slow demand from the United States for highly specialized products has driven exports to decline
an annualized 6.7% to $1.0 billion over the five years to 2020, despite a slight depreciation of the Canadian dollar.

Over the first half of the five-year period, India and Saudi Arabia rapidly grew as export markets for Canadian
valves, due to these countries' abundant reserves of oil and burgeoning manufacturing sectors, which boosts
demand for industry products. However, the 2015 collapse in crude oil prices and subsequent reduction in upstream
petroleum extraction activity has deteriorated export sales to these countries over the past three years. This has
similarly affected demand from the United States, which has increasingly turned to imports from Mexico.
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Business
Locations

  The location of establishments in the Valve Manufacturing industry in Canada is influenced by their proximity to major markets and
upstream suppliers. Downstream activity depends on infrastructure development (e.g. for the petroleum and processing
industries), population density (e.g. for the construction and wastewater systems industries) and proximity to key customers (e.g.
processing industries). Moreover, due to the importance of international trade in the industry, most industry establishments are
located close to the US-Canadian border to facilitate trade between the two countries.

Industry establishments are primarily concentrated in Ontario, Quebec and Alberta. Ontario is the most significant province to the
industry, accounting for an estimated 47.3% of all establishments in 2020. Ontario is the country's leading manufacturing province
and regularly receives federal funding to help its manufacturing sector become more globally competitive. Furthermore, many
major players' Canadian corporate and main sales offices are located in the greater Toronto area.

Second in line is Alberta, which is home to an estimated 21.6% of industry establishments in 2020. Alberta is the largest producer
of crude oil and natural gas in Canada, indicating that many valve manufacturing establishments in this province likely serve the
downstream oil and gas production, refining and transportation sectors. The third-largest province of industry establishments is
Quebec, home to an estimated 19.8% of industry establishments in 2020, with the majority of facilities concentrated in the greater
Montreal metropolitan area. Over the past several years, significant investment in the Athabasca oil sands region has attracted
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dozens of new valve manufacturing facilities into the area, increasing Alberta's share of industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Valve Manufacturing industry in Canada is characterized by a low level of market share concentration with only
one company accounting for over 5.0% of the industry's revenue in 2020. Since this industry encompasses
hundreds of different products intended for a wide range of applications and markets, no single company dominates
the industry as a whole, although several operators have a considerable influence over a specific product segment.
Velan Inc. has a strong presence in cryogenic, gate and check valve manufacturing, while Bray International Inc.
focuses more on traditional ball valves, butterfly valves and actuators. A large number of small operators produce
couplings, fittings and general taps (similar to faucets) that are part of the industry. Large industrial valves are of the
highest value, which is why the higher quality product segment has a higher consolidation than the lower-priced
segment. Overall, the industry is composed of small private companies with a few exceptions. Moreover, the heavy
import penetration and high basis of competition prevent much of the industry to experience a high market share.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ability to quickly adopt new technology:
When demand decreases, successful companies seek to lower their operational costs. One method of attaining
production efficiency is through technology.

Having a good technical knowledge of the product:
In working with specific downstream industry groups, employees should have a high technical knowledge of
company products and end user requirements.

Having a good reputation:
To maintain existing customer orders and generate new orders, valve manufacturers must be associated with quality
products, materials, specifications, safety features, parts, delivery and service.

Ability to adhere to specific market requirements:
Customer markets hold very specific product requirements in terms of technical attributes and applications.
Operators must provide consistent quality to meet these requirements. A company's quality control processes also
relate to this factor.

Adaptability of operations to comply with social distancing protocols:
Most manufacturing operations require employees to work together in an enclosed environment. As a result,
operators will need to ensure that protocols exist to comply with social distancing regulations.



Valve Manufacturing in Canada February 2021

26 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 4.8% of revenue in 2020, down from 7.3% in 2015. At the
beginning of the five-year period, the average operating margin rose as
specialized downstream markets such as waterworks, renewable
energy production and oil sands extraction increased demand for
industry products. In response, valve manufacturers focused on
expanding their product portfolio of high-margin specialized valves,
which are customized to provide a variety of applications for capital-
intensive manufacturing processes. Moreover, the decline in the world
price of steel in 2015 further aided the profit margin, as purchase
expenses were reduced. Since 2015, rising input prices and tough
operating conditions have weighed on operators, with many exiting the
industry as the profit margin is squeezed. This trend of exiting operators
has enabled the industry to maintain a relatively high profit margin in
comparison with the historical margin, since the more profitable
companies remain in the industry.

The decline in 2020 can be mainly attributed to the ongoing COVID-19
(coronavirus) pandemic and the resulting delays in manufacturing
operations. In the peak of the pandemic, many manufacturing operators
were forced to either shut down or temporarily reduce operations in an
effort to help mitigate the spread of coronavirus.

 

  Wages

Wages are anticipated to account for 16.2% of industry revenue in
2020, up from 10.8% in 2015. Employees are primarily in charge of
managing manufacturing plants, working machines as metal workers in
casting valves, among other labour. As the industry has struggled
during the period, wages have not fallen as revenue has, which has
increased the share of wages slightly during the period. Moreover, the
increase in more specialized workers required to manufacture more
specialized products to compete in this increasingly globalized industry
has contributed to this trend.
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  Purchases

Purchases account for the largest expense for the industry, comprising
an estimated 44.6% of industry revenue in 2020, down from 47.5% in
2015. Purchase costs are primarily driven by the price and availability
of input commodities, most commonly steel and plastic. Lesser-used
inputs include zinc, nickel, cadmium and metal alloys. Valve bodies and
components are typically manufactured from alloys or composites
made from a variety of materials, including brass, bronze, cast iron,
stainless steels or advanced ceramics. Teflon, acrylates and other
plastics are also used for valve seats and trims. Purchase costs vary
greatly across industry operators, depending on the size of the
company and the specific product being manufactured. The prices of
these commodities have fluctuated during the period, which has led
purchases as a share of revenue to fluctuate alongside.

 

  Marketing

Marketing expenses are expected to account for 1.5% of revenue in
2020.

 

  Depreciation

Depreciation is expected to account for 1.9% of revenue in 2020,
remaining stagnant since 2015. As valve manufacturers invest more
heavily in automated and advanced machinery, depreciation as a share
of industry revenue is expected to rise, reflecting a more capital-
intensive production process.
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  Rent

Rental expenses are expected to account for 4.0% of revenue in 2020.

 

  Utilities

Utilities are expected to account for 1.1% of revenue in 2020.

 

  Other Costs

Other expenses, which represent the remaining 25.8% of industry
revenue in 2020, include research and development, administrative
expenses, legal and accounting costs.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Operators in the Valve Manufacturing industry in Canada contend with a
moderate level of competition.

Low-cost, standardized valves are prone to a high level of price-based competition, especially from imports. In
response to the inundation of low-cost valves from global manufacturers, many valve manufacturers have moved
toward designing and marketing higher quality and custom valves that perform well in corrosive environments and
extreme temperatures. This trend has been further accelerated by the booming tar sands and shale oil extraction
industry in Western Canada, thereby boosting demand for specialized valves used in petroleum extraction, refining
and transmission. Consequently, Canadian valve manufacturers are increasingly competing on the basis of product
quality and specification, breadth of product selection and technical expertise than on the basis of price.

Within the industrial valves' product segment, performance attributes constitute the most significant basis of
competition. These factors include strength-to-weight ratios, reliability, resistance to corrosion or extreme
temperatures, safety record and ease of installation and maintenance. Technological innovation, through internal
research and development, enables valve manufacturers to enhance their products' performance, extend valve
applications for end users and differentiate themselves from competitors. Operators can also gain a competitive
advantage by offering quick turnaround and delivery, or by offering a variety of additional services such as product
customization, extended warranties and performance monitoring.

EXTERNAL COMPETITION

Metal valve manufacturers experience limited competition from substitute
products.

Substitute materials for metal include plastic and rubber, although these materials are typically less durable and less
cost-effective than valves made primarily of metal. Operators may also experience competition from ceramics
manufacturers, which design and manufacture similar products from advanced ceramics (IBISWorld report
32711CA). Advanced ceramics significantly outperform metal and plastic in almost every category, particularly in
terms of durability, consistency and versatility. However, ceramics manufacturers do not directly compete with
industry operators because they primarily manufacture valve components (e.g. ceramic seats, plates and ball
valves), which are then used as inputs in valve manufacturing. Therefore, the industry does not experience
significant external competition from other domestic industries.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  The Valve Manufacturing industry in Canada has
moderate barriers to entry. Since the industry is not highly
concentrated, potential industry entrants can still enter the
industry relatively easily. While new industry entrants will
struggle to develop streamlined operations to compete
with the industry's key valve manufacturers, potential
industry entrants can still develop a market niche among
specific end users or localized markets with their
products. However, as the Canadian valve manufacturing
industry trends toward designing and introducing more
specialized and highly sophisticated products, businesses
without considerable access to research and development
resources will not be able to perform as well as larger,
well-established businesses. Furthermore, the Canadian
market is highly saturated from imports, which regularly
account for over four-fifths of domestic demand for valves,
meaning that competition from foreign producers is
intense. Potential new entrants are more likely to succeed
if they focus on export markets instead of strictly serving
domestic customers.

There are few, if any, licensing requirements, government
regulations or resource constraints that are significant
enough to prevent new entrants. However, businesses
operating within most product segments require
professional accreditation from a standards organization
to market their products. For example, most downstream
manufacturers only purchase solenoid valves and
actuators that are tested and accredited by Underwriters
Laboratories (UL) or the Institute of Electrical and
Electronics Engineers (IEEE). Furthermore, certain
standardized industry products must adhere to a
comprehensive set of industry and regulatory standards,
which may present a technical barrier to entry. Standards-
developing organizations that are most relevant to this
industry include domestic actors such as the Canadian
Standards Association (CSA) and the Standards Council
of Canada, as well as global actors such as the
International Organization for Standardization (ISO).

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Valve Manufacturing industry in Canada is characterized by a high and rising level of globalization. Major players
continue to derive significant revenue from operations abroad while the level of foreign ownership continues to rise. Many
companies that are based in the United States have manufacturing plants in Canada, while Velan Inc. has operations in
the United States, Asia and Europe. Furthermore, international trade plays a large role in the health of the industry,
contributing to its high level of globalization. Exports account for over 60.0% of revenue and imports satisfy over 85.0% of
domestic demand in 2020. Globalization has hurt the industry as many companies have struggled to compete with
imports from the United States, Mexico and other countries.
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Major Companies

Major Players Velan Inc.

Market Share: 7.8%

  Founded in 1959 and currently headquartered in Montreal, Velan Inc. (Velan) is a leading manufacturer of industrial
valves with 13 manufacturing facilities and 1,779 employees worldwide, including 619 employees in Canada in fiscal
2020 (Year-end February). The company's product portfolio includes a wide range of gate, globe and check valves;
butterfly and ball valves; and steam traps. The company's products are used across a variety of manufacturing and
industrial markets, including power generation; oil and gas extraction; and refining, mining and pharmaceutical
production. Velan is also one of the leading global suppliers of valves to the nuclear power generation market, and
two of the company's N-stamp accredited manufacturing facilities are located in Canada. Domestically, the company
has four main manufacturing facilities in Montreal, as well as two manufacturing locations and a distribution centre
located in Granby, QC. Outside of Canada, the company has manufacturing locations in the United States, France,
South Korea and seven other countries. Through a network of internal sales branches and independent distributors,
Velan sells its products to customers in more than 65 countries.

Due to weakening economic conditions in Canada, the company has increasingly relied on export sales to drive
financial performance during the latter half of the five-year period. Key export destinations for the company's
products include the United States, Western Europe and China. Despite weakening economic conditions, the
company was still able to report a global revenue of $493.1 million in fiscal 2020 (year-end February, latest data
available).

Financial performance

Velan performed well early during the five-year period, with strong demand from the domestic energy sector and
exports to the United States representing the key drivers of revenue growth. However, recent slumps in oil prices
have drastically lowered the company's domestic and global shipments to the upstream oil sector. Although the
company's sales to other markets, namely downstream energy (e.g. oil refining and petrochemical manufacturing)
and power generation, have remained steady, the company's financial performance has suffered due to its heavy
reliance on the oil and gas extraction market. However, the company has benefited from the depreciation of the
Canadian dollar relative to other major currencies, which has helped boost export sales from its Canadian
manufacturing operations, particularly to customers in the United States. Overall, Velan's industry-relevant revenue
is expected to decline an annualized 12.2% to $132.7 million over the five years to fiscal 2021. In addition, the
company's operating profit, measured as earnings before interest and taxes, is also expected to decrease, falling an
annualized 24.8% to $5.0 million during the same period.

 
Velan Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 253.8 N/C 20.8 N/C
2016-17 171.1 -32.6 15.7 -24.5
2017-18 135.7 -20.7 6.0 -61.8
2018-19 194.5 43.3 10.5 75.0
2019-20 145.3 -25.3 9.8 -6.7
2020-21 132.7 -8.7 5.0 -49.0

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end February

Other Companies The Valve Manufacturing industry in Canada is dominated by numerous small manufacturers that specialize in a
niche area of the valve production supply chain or focus on local markets. While some global operators such as
Bray International Inc. have operations in Canada, most companies manufacture their goods in more inexpensive
areas of the globe. Accordingly, the global supply chain is ruled by manufacturers of standardized valves and valve
components in East Asia and Latin America. However, North American markets are lucrative, with opportunities for
the energy sector in particular in the United States and Canada. Consequently, some manufacturers will set up shop
domestically to cater to these essential markets. Still, the majority of these operators are ancillary to these global
companies, working with them but independent of them, fulfilling their role in the global supply chain.

Bray International Inc.

  Market Share: 2.1%
  Bray International Inc. (Bray) is an international valve and flow control equipment manufacturer headquartered in
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Texas and founded in 1986. With global operations in over 40 countries, the company produces ball valves, butterfly
valves, actuators, control valves and relief valves. It sells downstream to markets such as mining, oil and gas,
industrial and other industries. The company founded Bray Controls Canada Ltd. in 1988 and also produces
industry-relevant products through Ritepro Inc. In Canada, the company primarily produces butterfly valves, check
valves, actuators and couplings. Bray's industry-relevant revenue is expected to total $35.6 million in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Valve Manufacturing industry in Canada exhibits a low
to moderate level of capital intensity. The industry is
expected to spend $0.12 on capital for every $1.00 spent
on wages in 2020. The level of capital expenditure reflects
the purchases of new manufacturing machinery, equipment
and facilities designed to improve product quality and
precision, increase manufacturing efficiency and decrease
production costs. Although the cost of new plants and
equipment is generally high, increasing competition and
rapidly changing technology pressure manufacturers to
invest in new machinery on a regular basis.

In general, a medium level of skilled labour is necessary to
manufacture most industry products, especially custom
plumbing fittings and hydraulic valves used for industrial
purposes. These manufacturers use high-volume
mechanized production-line facilities that can produce
valves and related accessories in bulk without a high level
of human involvement. Conversely, some industrial valve
products, especially those used in deep water or subsea
petroleum extraction, require a high level of precision.
Operators that manufacturer these products typically hire
specialized, well-trained engineers, researchers and
metalworkers, which drives up wages' share of industry
revenue. Nonetheless, the industry as a whole relies more
on large-scale investment in capital equipment than on
labour, which buoys capital intensity over the long run.
Capital investments are expected to increase over the five
years to 2025 as a greater share of domestic operators
focus on designing and manufacturing advanced valves
and components for highly specialized applications.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

Potential A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Low Ease of Entry Unlikely A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Low Rate of Entry Unlikely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Low Market
Concentration

Unlikely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The products manufactured in the Valve Manufacturing industry in Canada are
commonplace across construction, utilities and energy and manufacturing
industries that are highly capital intensive.

Valves regulate the flow of liquids, so they are crucial for many of these projects. As a result, the little technological
disruption that can exist in the industry is primarily the result of technological disruptions in downstream industries which
demand valves. For example, technological developments in the area of fuel-efficient vehicles and electric cars have the
potential to drive a decline in demand for fossil fuels, which would hurt the petrochemical and oil refinery industries that
demand valves for their production. Moreover, technological developments that can make faucets and small valves
obsolete by offering alternatives for fluid control are potential disruptors of the industry's growth, but these cases are
uncommon.

The level of technology change is    Medium

  The Valve Manufacturing industry in Canada is characterized by a high level of
technological innovation.

Over the five years to 2020, research and development's share of industry revenue has risen as industry operators
increasingly focus on developing specialized industrial valves with the highest precision, quality and durability to combat
import penetration. While the type and extent of technology within this industry varies greatly across product segments,
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most manufacturers have already adopted computer numerically controlled (CNC) systems that have considerably
improved product precision and quality control. In addition, industry operators have increasingly adopted 3D printing and
other additive technologies over the past five years, which has significantly boosted the industry's ability to design and
assemble highly sophisticated flow control devices, particularly for the chemical, upstream oil and gas and aerospace
markets.

The success of many manufacturers relies on their ability to develop new products or improve existing ones in terms of
durability, performance or value. To compete with low-cost valves from international valve manufacturers, domestic
operators are increasingly designing advanced valves that can withstand extreme temperatures, corrosion and heavy use.
The development of new products, such as producing mixed alloy ball valves that are capable of performing in high-
pressure environments or in extreme water depths, is a key factor in remaining competitive with less specialized, but lower
priced imports. Other key developments over the past five years include the introduction of low-temperature safety shutoff
valves, which are designed for use in temperatures below -20.0 Celsius. Likewise, manufacturers have introduced new
automated valve actuators that require significantly less electric power to operate than previous generations. These valves
are particularly useful in remote areas such as the Northwest Territories or Yukon, which have limited access to a stable
source of power.

Revenue
Volatility

The level of volatility is    Medium

  The Valve Manufacturing industry in Canada has exhibited a moderate to high
level of revenue volatility over the five years to 2020.

Industry revenue grew as much as 5.0% in 2015 and fell as much as 12.3% in 2016. Due to exceptionally high demand
from the upstream oil and gas sector and other process markets, revenue spiked in 2014 and reached a peak in 2015.
However, a contraction in the oil and gas sector of the Canadian economy as a result of declining commodity prices hurt
downstream demand from this sector. This was coupled with a decline in trade, which led the industry to contract
significantly in 2016.

Demand for valves typically fluctuates due to volatility in raw material prices such as copper and steel, which can curb
demand for valves from price-sensitive markets such as residential construction or food manufacturing. Demand from
markets that depend less on the price of valves can also be exacerbated by variations in economic conditions, commodity
prices and regulation. For example, demand from the petroleum production and distribution markets is dependent on drilling
activity and the world price of crude oil, both of which are highly cyclical and have been particularly volatile the past three
years. Similarly, demand from power generation depends on changes to the regulatory environment and the price of key
inputs such as coal or natural gas.

Since products manufactured by this industry are used in almost all modern manufacturing, industrial and construction
sectors, industry revenue generally follows fluctuations in overall economic conditions, both domestic and global. Over the
next five years, stabilizing demand for valves from oil refining, chemical manufacturing and construction, as well as
sustained demand for Canadian-made valves from emerging economies, is expected to lower revenue volatility. Moreover,
high competition from imports has also affected revenue growth and has fomented volatility during the period, which is
expected to continue over the five years to 2025.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Valve Manufacturing industry in Canada is subject to a moderate level of
regulatory oversight.

In particular, valve manufacturers are subject to broad environmental regulation through Environment Canada, which
enforces the Canadian Environmental Protection Act of 1999, Canadian Environmental Protection Act, the Canada Water
Act of 1985 and other environmental legislation at the federal level.

Although Canadian operators are not directly subject to conflict minerals reporting requirements, most major players
operating within Canada, including Flowserve Corporation, Schlumberger Limited, Velan Inc. and Emerson Electric Co., are
publicly listed in the United States, which subjects them to the reporting requirements of the US Dodd-Frank Wall Street
Reform and Consumer Protection Act, Section 1502. This legislation requires companies to provide disclosure if their
supply chain includes purchase of conflict minerals, which include tungsten, tantalum, tin and gold. These materials are
used in the manufacture of some specialized industrial valves. This legislation also affects private, Canadian companies
that export their products to the United States. Exports to the United States are estimated to account for more than 70.0%
of total exports in 2020. Therefore, this legislation indirectly affects Canadian valve manufacturers.

In addition to some degree of government oversight, industry operators are also subject to a wide range of standards that
are typically set and enforced by private organizations. For example, the National Fluid Power Association (NFPA), which
serves manufacturers in Canada and develops and maintains industry standards for manufacturers of fluid power
production and transmission products. The NFPA outlines product terminology, design standards (dimensions and
tolerances) and other voluntary performance standards, including pressure-rating standards. The International Organization
for Standardization (ISO), which has developed more than 19,500 standards across a wide range of industries, also sets
specifications for valves and other flow control devices.

Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

Operators in the Valve Manufacturing industry in Canada do not receive any
direct assistance in the form of government tariffs or subsidies.

Nevertheless, the industry can receive assistance in the form of trade organizations. Trade associations provide enterprise
resources, networking capabilities and advocacy services for industry operators. For example, valve manufacturers can
obtain membership with the Valve Manufacturers Association of America, which represents the interests of more than 100
valve manufacturers worldwide. According to the organization, member companies accounted for four-fifths of all industrial
valve shipments from Canada and the United States.

In relation to the COVID-19 (coronavirus) pandemic, a difficult operating environment for the industry in 2020 means that
numerous industry operators are expected to qualify for some form of government assistance. Some noteworthy
government assistance programs that have supported the industry include the Canada Emergency Business Account and
the Canada Emergency Wage Subsidy.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
($b)

2011 1,652 536 209 167 5,135 1,130 3,988 301 4,510 165
2012 1,975 660 205 164 5,768 1,216 4,532 344 5,290 176
2013 1,827 631 210 168 5,472 1,294 4,415 312 4,948 184
2014 2,020 716 203 163 5,651 1,440 4,852 329 5,432 191
2015 2,121 425 191 153 4,330 1,469 5,197 230 5,849 173
2016 1,860 590 182 146 5,720 1,154 4,544 357 5,251 156
2017 1,852 490 178 143 4,702 1,173 4,639 267 5,317 160
2018 1,813 488 177 143 5,054 1,162 5,114 293 5,765 161
2019 1,808 491 167 134 5,001 1,243 4,970 290 5,535 161
2020 1,703 391 160 129 4,780 1,038 4,141 276 4,806 150
2021 1,765 466 159 128 4,870 1,143 4,444 283 5,065 157
2022 1,843 486 159 127 4,990 1,200 4,425 291 5,068 167
2023 1,863 485 157 125 5,041 1,209 4,612 294 5,266 172
2024 1,884 483 155 124 5,052 1,220 4,773 295 5,437 176
2025 1,904 484 154 123 5,088 1,230 4,936 297 5,610 180

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of
nonresidential

construction
(%)

2011 -9.92 -9.11 -3.69 -3.47 -5.30 3.26 16.6 -5.49 8.44 5.65
2012 19.5 23.0 -1.92 -1.80 12.3 7.62 13.6 14.2 17.3 6.93
2013 -7.49 -4.34 2.43 2.43 -5.14 6.37 -2.59 -9.22 -6.48 4.83
2014 10.5 13.5 -3.34 -2.98 3.27 11.3 9.90 5.37 9.79 3.79
2015 5.01 -40.6 -5.92 -6.14 -23.4 2.07 7.10 -30.1 7.66 -9.46
2016 -12.3 38.7 -4.72 -4.58 32.1 -21.5 -12.6 55.4 -10.2 -9.93
2017 -0.48 -16.9 -2.20 -2.06 -17.8 1.70 2.08 -25.2 1.26 2.17
2018 -2.08 -0.58 -0.57 0.00 7.48 -0.97 10.2 9.42 8.43 0.94
2019 -0.28 0.73 -5.65 -6.30 -1.05 6.98 -2.82 -0.89 -3.99 -0.13
2020 -5.81 -20.3 -4.20 -3.74 -4.42 -16.5 -16.7 -4.69 -13.2 -6.72
2021 3.60 19.0 -0.63 -0.78 1.88 10.2 7.30 2.24 5.38 4.60
2022 4.42 4.31 0.00 -0.79 2.46 4.92 -0.44 2.83 0.05 6.11
2023 1.09 -0.11 -1.26 -1.58 1.02 0.77 4.22 1.03 3.91 3.18
2024 1.14 -0.50 -1.28 -0.80 0.21 0.90 3.49 0.44 3.26 2.50
2025 1.05 0.33 -0.65 -0.81 0.71 0.82 3.41 0.74 3.18 2.38

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 32.5 88.4 68.4 322 18.2 24.6 58,676
2012 33.4 85.7 61.6 342 17.4 28.1 59,639
2013 34.5 89.2 70.8 334 17.1 26.1 57,072
2014 35.5 89.3 71.3 357 16.3 27.8 58,237
2015 20.0 88.9 69.3 490 10.8 22.7 53,118
2016 31.7 86.5 62.0 325 19.2 31.4 62,483
2017 26.5 87.2 63.4 394 14.4 26.4 56,869
2018 26.9 88.7 64.1 359 16.1 28.6 57,895
2019 27.2 89.8 68.8 362 16.0 29.9 57,988
2020 23.0 86.2 60.9 356 16.2 29.9 57,824
2021 26.4 87.7 64.8 362 16.0 30.6 58,029
2022 26.4 87.3 65.1 369 15.8 31.4 58,236
2023 26.0 87.6 64.9 370 15.8 32.1 58,242
2024 25.6 87.8 64.8 373 15.7 32.6 58,373
2025 25.4 88.0 64.6 374 15.6 33.0 58,392

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Valve Manufacturers Association of America
http://www.vma.org

Valve Magazine
http://www.valvemagazine.com

National Fluid Power Association
http://www.nfpa.com

Canadian Gas Association
http://www.cga.ca

Industry Jargon ACTUATOR
A hydraulic, pneumatic, electronic or solenoid device that opens or closes a valve.

HYDRAULIC VALVE
A fluid power valve that controls the flow of liquid, usually mineral oil or water.

NONRETURN VALVE
A valve that only lets fluid flow through it in one direction and is designed to prevent backflow.

PNEUMATIC VALVE
A fluid power valve that controls the flow of pressurized gas.

REGULATING VALVE
A valve that controls the amount of flow, ranging between fully open and closed.

SHUT-OFF VALVE
A valve designed to close a pipe or section of pipe. These valves are commonly used to shut off heating systems.

VALVE
Any device that controls the rate of flow in a pressurized line.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
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common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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